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Since reform and open policy was taken in 1978, China has obtained remarkable 
economic success, and people’s living standard has improved enormously. However, 
the urban-rural income gap keeps expanding simultaneously. Can we both ensure the 
rapid economic development and the decrease of urban-rural income gap at the same 
time, which has been the hot topic concerned by ordinary people, government 
departments and scholars. Accordingly, this thesis studies the following three 
questions: (1) What factors affect China's economic growth, and what’s the output 
elasticity of these factors on economic growth and their changing trend? (2) Do the 
factors affecting economic growth influence the income gap and how? (3) What’s the 
relationship between economic growth and urban-rural income gap? Can we both 
ensure the rapid economic development and the decrease of urban-rural income gap at 
the same time? 
In the process of research, we first review the theory of economic growth and 
literature on economic growth, urban-rural income gap studies, and accordingly 
propose seven important factors which have impact on economic growth. Then, this 
thesis uses the panel data of China's 30 provinces municipalities and autonomous 
regions (excluding Chongqing) during the period of 1994 to 2008, employs 
parametric, nonparametric and semiparametric approach to analysis the impact of 
seven factors on economic growth systematically; meanwhile, according to the dual 
nature of economic growth, we further studies the influence of these factors on 
urban-rural income gap based on the same panel data and the same factors. Finally, 
we provide a summary of research results in this thesis and also point out the issues 
















Conclusions obtained in this thesis can be summarized as follows: (1) Parametric, 
nonparametric and semiparametric methods all imply that capital plays a main role in 
promoting economic growth. This is consistent with reality. Parametric methods 
obtain that capital and labor are the main source of economic growth; nonparametric 
methods conclude that total factor productivity, capital, level of urbanization and 
labor play a significant role in promoting economic growth; semiparametric methods 
conclude capital and labor is of great importance in promoting economic growth. (2) 
Parametric, nonparametric and semiparametric methods conclude that the 
government's economic behavior plays an important role in widening the urban-rural 
income gap. Parametric methods obtain that government's economic behavior results 
in urban-rural income gap mostly; nonparametric methods consider labor 
accumulation and increased level of urbanization will narrow the income gap, while 
total factor productivity and increased dependence on foreign trade, government’s 
economic activity will strengthen urban-rural income gap; semiparametric methods 
imply that increased level of urbanization will reduce the urban-rural income gap, and 
the government’s economic activity will expand the urban-rural income gap. (3) If the 
government encourage the accumulation of the labor factor and promote the process 
of urbanization actively, the sustained economic growth and decrease of the 
urban-rural income gap are not mutually exclusive. (4) In the context of this thesis, we 
obtain that nonparametric model performs better than semiparametric model which is 
better than parametric model according to the reliability and information quantity of 
research results. 
According to the empirical results, this thesis provides three policy 
recommendations for economic growth: (1) Capital and labor accumulations remain 
the main source of economic growth, which shows that China's economic growth 
belongs to extensive growth. Therefore, we should actively change the mode of 
















Urbanization is an important carrier and source of economic growth. (3) Promote 
independent innovation and introduction of technology to improve total factor 
productivity. Independent innovation and technological progress is the core elements 
of whether China’s economy has future international competitiveness and China's new 
source of economic growth in the future. 
The above conclusions provide us the following four revelations on narrowing the 
urban-rural income gap: (1) China should speed up the adjustment of fiscal 
expenditure structure and increase financial transfer payments to rural areas based on 
the analysis of government's economic behavior. (2) China should advance the 
process of urbanization in order to narrow the urban-rural income gap from the 
perspective of level of urbanization. (3) China should develop and improve rural 
education and improve the quality of farmers in line with the results of labor 
accumulation. (4) The pattern of opening need timely change according to the 
analysis results of dependence on foreign trade. 
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